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TAX SEASON WITHOUT TEARS
Ask any firm the reason for tax-season tears and you 
will get at least two dozen answers about client 
coordination problems, staff turnover, bunching of 
work load, slow turnaround time, competition from 
other work, and so on. In reality, most of the prob­
lems are caused by lack of preparation. During the 
most hectic part of the 1987 tax season, for example, 
it will be only too easy to forget that it all began in 
January 1986. Preparation should be year-round.
Clients should receive regular reminders of quar­
terly tax payments coming due. It doesn’t matter 
whether these are oral or written reminders; either 
one will improve rapport with clients. If clients tend 
to lose vouchers or forget to make payments, take 
the time to phone and remind them. And don’t let 
them fall into penalty situations because of under­
payment of estimated taxes.
When clients initiate tax planning via a telephone 
call, take down notes as well as listening carefully. 
Write down explanations as well as facts. Confirm 
with a letter where appropriate, particularly if any 
uncertainty exists.
Sometimes the call might hint at potential trou­
ble or indicate that an adjustment is needed in quar­
terly taxes. Other calls might suggest the possibility 
of rendering the client more services.
An annual tax planning meeting may not be 
necessary for every client, but for those you really 
want to retain, it is essential. Always document your 
invitation to such a meeting with a letter. This 
strengthens your position should clients decline or 
ignore the invitation, have difficulty raising money 
on short notice, miss payments, and face penalties.
For “big hitters” or clients with "windfall” 
income, the optimal time for meetings is from June 
1 to September 15. Schedule meetings with clients 
who have routine tax returns for after Thanksgiving. 
Such scheduling can help avoid major upheavals in 
CPA-client relationships. It also means that you con­
tact important clients on a regular basis.
Sending clients tax organizers or questionnaires 
lets them know you are thinking about them and 
promotes the firm at the same time. It is also a 
reminder to procrastinating clients and can offer 
some protection against the receipt of inaccurate or 
incomplete information.
If your clients' cultural patterns permit it, there 
are advantages to having both husband and wife 
attend the tax-planning meeting. Individual tax 
returns have a lot of sensitive information on them, 
and the attendance of both will reduce the potential 
for interspousal communication problems. Also, 
such a meeting will build rapport with a family, 
instead of just one spouse. This will ease discussion 
of other services you can offer, such as estate plan­
ning. It will also give you a pipeline to whichever 
spouse is most diligent in gathering missing infor­
mation and enable you to call one without upsetting 
the other.
Having both spouses attend the meeting will also 
help you spot emotional issues that affect the 
return—issues such as the desire to take someone’s 
mother as a dependent. It will also ensure that the 
spouse who will later pay your bill will always be 
present.
Improperly handled, these meetings could sow 
the seeds of a disaster. Done with tact and sensitivity
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on the part of the CPA, however, a face-to-face meet­
ing with a client is the best tool available for gener­
ating higher fees, more business, and better rapport.
Another idea is to give clients a copy of their tax 
work sheets or summaries. This not only makes 
them feel more secure, but lets them know what 
information they have given you. Also, if you call 
them later to ask a question, you can refer to a 
specific item on a particular page.
The importance of follow-up
If you are really serious about avoiding tax-season 
tears, always send a letter to a client summarizing 
the information still needed soon after the interview. 
The items you still need are freshest on your mind at 
that time. The letter will help eliminate or reduce 
those inevitable and time-consuming phone calls 
(and telephone tag) that occur when a busy CPA is 
trying to reach a busy client. The effective use of a 
dictating machine can reduce the time needed for 
preparing such a letter from one or two hours to 15 
or 20 minutes. (Dictating is said to be up to seven 
times faster than writing.)
Another suggestion is to do tax research on large 
or sensitive items right away, even if you can’t 
deliver the completed return for several weeks. The 
reasons are that clients often worry about such 
items until they hear from you, and your relation­
ship may be at stake.
If it is becoming clear that you will have to give the 
client some bad news about taxes owed, imme­
diately assess the best way to handle the situation. If 
you are responsible for the client, you—not a subor­
dinate or go-between—should be the person to 
deliver such news.
Even routine letters and phone calls should be 
from someone who attended the initial client meet­
ing. Ideally, only one person will write letters or 
make phone calls to a given client during the year. 
Phone calls should be kept to a minimum, and each 
should be warranted by the relative importance of 
at least one of the items to be discussed. If you have 
ten or more questions, a letter is probably the more 
appropriate means of initial contact.
Preparation of the return
Who should fill out the forms? Should it be you, the 
staff (professional or paraprofessional), partly you 
and partly the staff, or even the client? Which sys­
tem is best—hand preparation, service bureaus, or 
in-house computer?
The answers, of course, depend on many things, 
such as the size and location of your firm, the types 
of clients you have, the volume and complexity of 
returns, your fee structure, and so on.
Regarding systems, hand preparation has the 
advantage of involving fewer people and offers the 
quickest turnaround time from end of review to 
delivery. Also, the preparers become more knowl­
edgeable and on-the-spot changes are facilitated. 
Neatness and mathematical accuracy can be a prob­
lem, though, and calculating amounts or redoing 
the return may be slow.
High volume is possible with an outside service 
agency, and they also offer the advantages of neat­
ness, accuracy, proformas, organizers, client letters, 
and so on. Redos can be a nightmare, however; the 
cost may be high and the turnaround time slow.
In-house computers offer self-reliance, quick 
reruns, and possible cost savings over outside ser­
vice bureaus. The necessity of batch processing, the 
extensive involvement of support staff, and the pos­
sibility that software may arrive late are potential 
disadvantages.
In our firm, we have found that the person best 
suited to review the bulk of the return is the person 
most familiar with the client's situation because the 
typical tax return error results from inaccurate 
facts, not inaccurate application of the tax law. Hav­
ing the return also looked at by a tax specialist is a 
good idea, particularly if it is complicated.
We try to avoid giving clients potentially distress­
ing news over the phone. If it is unavoidable, we take 
a leaf out of the medical profession's book and break 
the news gently, after first setting the stage. If a large 
amount of tax is owed, it is better to invite clients 
(both spouses) to a meeting to go over each item line 
by line, saving the tax due amount until last. Keep in 
mind, however, that if such a meeting occurs just 
prior to April 15, the client can always say, "You 
should have told me sooner,” and your relationship 
or part of your fee may be at stake. □
—by Steven C. Gabrielson, CPA 
Salt Lake City, Utah
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Highlights of Recent Pronouncements
FASB Statement of Financial 
Accounting Standards (SFASs)
No. 88 (December 1985), Employers Accounting for 
Settlements and Curtailments of Defined Benefit Pen­
sion Plans and for Termination Benefits
□ Establishes standards for an employer's 
accounting for settlement of defined benefit 
pension obligations, for curtailment of a 
defined benefit pension plan, and for termina­
tion benefits.
□ Specifies use in conjunction with FASB State­
ment no. 87, Employers Accounting for Pen­
sions.
□ Requires that previously deferred gains and 
losses be recognized and prescribes the method 
for determining the amount to be recognized in 
earnings when a pension obligation is settled, a 
plan is curtailed, or when termination benefits 
can be reasonably estimated.
□ Supersedes FASB Statement no. 74, Account­
ing for Special Termination Benefits Paid to 
Employees.
□ Effective for events occurring in fiscal years 
beginning with the fiscal year in which State­
ment no. 87 is effective.
No. 87 (December 1985), Employers Accounting for 
Pensions
□ Establishes standards of financial reporting 
and accounting for an employer that offers pen­
sion benefits to its employees.
□ Objectives of this statement: to provide a meas­
ure of net periodic pension cost that better 
approximates the recognition of cost over the 
employees service period; to provide more 
meaningful disclosures; and to improve report­
ing of financial position.
□ Requires a standardized method for measuring 
net periodic pension cost.
□ Requires immediate recognition of a liability 
when the accumulated benefit obligation 
exceeds the fair value of the plan assets.
□ Requires expanded disclosures in the financial 
statements, including the components of net 
pension cost and the plan’s funded status.
□ Supersedes APB Opinion no. 8, Accounting for 
the Cost of Pension Plans, as amended.
□ Supersedes FASB Statement no. 36, Disclosure 
of Pension Information.
□ Supersedes FASB Interpretation no. 3, Ac­
counting for the Cost of Pension Plans Subject to 
the Employee Retirement Income Security Act of 
1974.
□ Amends FASB Statement no. 5, Accounting for 
Contingencies, paragraph 7, to delete refer­
ences to accounting for pension cost and APB 
Opinion no. 8.
□ Amends APB Opinion no. 16, Business Com­
binations, paragraph 88(h) and footnote 13, to 
delete references to accruals for pension cost.
□ Effective, generally, for fiscal years beginning 
after December 15, 1986. The effective date for 
plans outside the U.S. and for defined benefit 
plans of employers that are nonpublic enter­
prises with no defined benefit plan with over 
100 participants is December 15, 1988.
Statements of the Governmental 
Accounting Standards Board
No. 4 (September 1986), Applicability of FASB State­
ment No. 87, “Employers Accounting for Pensions," to 
State and Local Governmental Employers
□ Provides that state and local governmental 
employers should not change their accounting 
and financial reporting of pension activities as 
a result of the issuance of FASB Statement no. 
87.
□ Effective upon issuance.
No. 3 (April 1986), Deposits with Financial Institu­
tions, Investments (including Repurchase Agree­
ments), and Reserve Repurchase Agreements
□ Requires certain note disclosures about gov­
ernmental entities’ deposits with financial 
institutions, investments (including 
repurchase agreements), and reverse­
repurchase agreements, generally for the 
entity taken as a whole.
□ Provides guidance on accounting for repur­
chase and reverse-repurchase agreements.
□ Requires disclosure of the types of investments 
authorized by legal or contractual provisions, 
and of significant violations during the period 
of the provisions related to deposits and invest­
ments.
□ Requires disclosures for the deposit and invest­
ment portfolio as of the balance sheet date, 
which will provide users with information 
about credit and market risks.
□ Requires for reverse-repurchase agreements 
disclosure of the source of authorization, sig­
nificant violations during the period of legal or 
contractual provisions related to the agree­
ments, and summary information about the 
credit risk associated with the agreements as of 
the balance sheet date.
Practicing CPA, November 1986
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□ Effective for financial statements issued for 
periods ending after December 15, 1986. Earlier 
application is encouraged.
Statements on Auditing Standards 
clude compliance with SSARS no. 1, for per­
sonal financial statements that are included in 
written personal financial plans prepared by 
an accountant. .
□ Specifies the form of written report required 
under the exemption.
□ Effective on September 30, 1986.
No. 51 (July 1986), Reporting on Financial Statements 
Prepared for Use in Other Countries
□ Provides guidance for independent auditors 
practicing in the U.S. who are engaged to 
report on the financial statements of a U.S. 
entity that have been prepared in conformity 
with accounting principles generally accepted 
in another country for use outside the U.S.
□ Effective for examinations of financial state­
ments for periods beginning after July 31, 1986.
No. 50 (July 1986), Reports on the Application of 
Accounting Principles
□ Provides guidance that an accountant in public 
practice, either in connection with a proposal 
to obtain a new client or otherwise, should 
apply when
1) Preparing a written report on the applica­
tion of accounting principles to specified 
transactions, either completed or proposed.
2) Requested to provide a written report on the 
type of opinion that may be rendered on a 
specific entity’s financial statements.
3) Preparing a written report to intermediaries 
on the application of accounting principles 
not involving facts or circumstances of a par­
ticular principal.
□ Provides guidance for oral advice on the 
application of accounting principles to a spe­
cific transaction, or the type of opinion that 
may be rendered on an entity’s financial state­
ments, when the reporting accountant con­
cludes the advice is intended to be used by a 
principal to the transaction as an important 
factor considered in reaching a decision.
Statement on Standards for 
Accounting and Review Services
No. 6 (October 1986), Reporting on Personal Finan­
cial Statements Included in Written Personal Finan­
cial Plans
□ Provides an exemption from, but does not pre-
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Information for Members
Technical information
The primary responsibility of the twelve peo­
ple who staff the Institute's technical informa­
tion service is to answer members’ questions 
on technical matters. They receive some 25,000 
inquiries per year on accounting principles, 
financial statement presentation, auditing and 
reporting standards, and certain aspects of pro­
fessional practice, excluding tax and legal mat­
ters. If you would like some assistance, we 
encourage you to call toll-free: United States, 
(800) 223-4158; New York State, (800) 522-5430.
Library services
The AICPA library's staff can also offer assis­
tance on accounting and related subjects as 
well as on a broad range of business topics. 
AICPA members anywhere in the U.S. may bor­
row from the library’s extensive collection. For 
assistance, just call these toll-free numbers: 
United States, (800) 223-4155; New York State, 
(800)522-5434.
Please note that toll-free calls cannot be 
transferred to other Institute departments.
NAARS accounting and financial data library
Subscribers have access to different types of 
files in the Institute’s NAARS library. These 
are annual reports, including financial state­
ments, footnotes, auditors’ opinions, and 
selected areas of proxy statements; and all cur­
rent and superseded authoritative and semi- 
authoritative literature from the AICPA, FASB, 
and SEC. For further information, just call this 
number: (212) 575-6393.
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Benefits of Public Relations 
to CPA Firms
Although public relations efforts do not directly sell 
products or services and cannot be measured in 
terms of contribution to fee revenue, such activity 
helps create a favorable climate in which more 
direct business development efforts can take place. 
But public relations is sometimes confused with 
these more direct efforts—marketing, advertising, 
and publicity. It might, therefore, be helpful to dif­
ferentiate between the terms.
One widely used definition of public relations is 
that it is that management responsibility which 
identifies and evaluates public attitudes; reconciles 
an organization's needs with the needs of its various 
publics; and plans, executes, and evaluates a pro­
gram of action to earn acceptance.
In a CPA firm, public relations would be the 
responsibility of the managing partner and others 
with practice development assignments. They must 
ensure that information flows two ways in order to 
assess the opinions of key publics and plan activities 
that earn their support. Public relations can then 
help the firm adapt to its ever-changing environ­
ment.
Marketing, by contrast, is chiefly concerned with 
one of the key publics—clients—and is the process 
by which needs and wants are met through the 
creation and exchange of products and value with 
others. Prospective and current clients are 
obviously an important public. They are more 
easily attracted and retained, however, if a favorable 
firm image is created.
Advertising is a tool of both public relations and 
marketing: Defined as the use of paid media space 
or time, advertising enters the public relations 
realm when used to communicate messages about a 
firm or industry as a whole. This approach is known 
as institutional advertising.
Publicity, which provides free news and feature 
ideas about a firm or profession and the people 
involved in it to news media, was once one of the few 
promotional tools available to accountants. Now, 
some firms look beyond media relations to more 
direct methods of persuasion.
The benefits of marketing
Aggressive competition is forcing firms to engage in 
marketing and promotional activities, like it or not. 
Cross-selling services to current clients is a key 
strategy. A firms professional image is underused, 
however, if only present clients know that it exists. 
Marketing principles hold that consumer (client) 
loyalty increases as brand-name (firm-name) recog­
nition grows. A good public relations program can 
build image identification and awareness among 
the prospective clients of a CPA firm, too.
If used properly, public relations techniques can 
reduce the cost of attracting new clients because 
coverage is expanded beyond what partners can 
accomplish through individual contact. A public 
relations program can help attract new business by 
making prospects aware of the benefits to them of 
the CPA firm's expertise in various nonaudit service 
areas.
Some professionals also believe that a public rela­
tions program can help bridge the gap between cli­
ent expectations and the services a firm can 
realistically provide. And, if effective, the program 
should enable a firm to compete more effectively 
and win the respect of referral sources.
Nonclient advantages too
Public relations can change beliefs, expectations, 
and awareness about the firm or the profession, 
regardless of the target public. It can preserve a 
sterling image, polish a tarnished one, or transform 
it altogether. Public relations allows the firm to 
reach both highly specialized and mass audiences 
by selecting communication channels and messages 
that help attain the firms objectives.
Good relations with colleges can help attract tal­
ented people to the firm; and effective employee 
relations encourage them to stay, inform them of the 
firm's objectives, policies, and plans and, in general, 
help maximize their performances.
Media relations efforts go a step beyond publicity 
and seek out what reporters, editors, and news 
directors want to know about business and financial 
issues and then marshal the resources of the CPA 
firm to provide the information. Such creativity 
pays off when reporters call the firm for article ideas 
and sources.
In general, public relations programs should be 
proactive, rather than reactive. When fires do ignite, 
however, a crisis communication plan, within an 
overall public relations program, can be helpful. No 
business is immune to disaster. If one does occur, a 
crisis plan can minimize negative effects by ensur­
ing credible, proper conduct, and can speed the 
firms recovery.
Benefits take planning
Ideal results do not happen at random. The suc­
cessful public relations program is well planned, 
executed, and evaluated. The individual responsible 
for planning the public relations program should
□ Know the firm’s objectives and mission, and 
design the public relations program to support 
and accomplish them.
(Continued on page 8)
Practicing CPA, November 1986
6
Billing for Estate Plans: 1981 and 1986
Participants at a repeating workshop conducted at 
the AICPA's annual estate planning conferences are 
asked to read a case study (see next page), and then 
prepare a billing draft using a time-analysis work­
sheet (below). It is interesting to compare the 
responses from the 1986 conference with those from 
the conference five years earlier (both held in San 
Francisco). The workshops were attended by 124 
CPAs in 1981 and 44 in 1986.
Here is how the participants responded to the 
question of whether estate-planning engagements 
should be billed at standard rates or at a premium:
1986 1981
Rates billed no. % no. %
Standard 18 40.9 69 55.6
125% of standard 7 15.9 — —
150% of standard 10 22.7 45 36.3
175% of standard 3 6.8 — —
200% (or more) 
of standard 6 13.7 10 8.1■ - —
Total responses 44 100.0 124 100.0
ticipants would bill at premium rates in 1986, 
whereas fewer than 45 percent would have done so 
in 1981. Also, almost 14 percent would bill at 200 
percent of standard in 1986, compared with 8.1 per­
cent at the 1981 conference.
Fees
The average proposed fee increased 42.2 percent in 
the five years. In this comparison, however, 1981 
holds the record for the highest fee ($15,000), while, 
oddly, 1986 holds the record for the lowest fee ($660) 
proposed for the same engagement. This should 
prove, at least, that CPAs are highly individualized 
when it comes to billing clients.
Here is a summary of the fees proposed at the two
workshops:
Proposed fees 1986 1981 Increase
Highest $10,000.00 $15,000.00
Lowest 660.00 1,044.00
Average 3,831.08 2,693.21 42.2%
Hourly rates
The workshops show that, on the average, partners' 















1. Initial interview with client, obtain 
documents 1 60
2. Review of completed 
questionnaire and documents 2
3. Calculate estate taxes, as is
4. Math checked 2
5. Estate plan conference 2 2
6. Calculate revised estate taxes 3 1
7. Prepare report 3 20
8. Review report  2
9. Review with attorney, banker, 
insurance representative 3 10
10. Typing and processing 6 110
11. Conference with client and spouse 2
Totals  4 13         7                    3                      6 200
Standard rates _______ _______ _______ _______ _______ _______
Other rates ------------ ------------ ------------ ------------- ------------- ------------
Calculations _______ _______ _______ _______ _______ _______
Grand total $______________________
Proposed fee $______________________
Practicing CPA, November 1986
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was established in 1986 for tax partners rates at 
$250. For both periods, the average rate for tax part­
ners exceeded the average rate for practice partners.








Average 115.02 80.98 42.0%
The average rates for tax personnel continue to 
exceed those for audit staff. New highs of $150 were 
recorded, however, for both professional staff cate­
gories, and the average increase was about 34 per­
cent. One surprising result in 1981, was a high 
administrative rate of $100, but that was beaten in 
1986 by a rate of $125. Nevertheless, the increase, 
over the five years, in the average rates for admin­
istrative personnel was only 16.4 percent.
Results for












Average 27.69 23.78 16.4%
Case Study—How Would You Bill This?
You have completed an estate plan for one of your fine, 
long-standing clients. The final product, of which you 
are justifiably proud, was delivered to the client and his 
wife at a conference in your office when you provided 
them with explanations and information regarding the 
plan.
The annual fees from this client are about $15,000 per 
year, which are paid promptly. It appears that the estate 
plan will save about $100,000 of potential estate taxes. 
In addition, the suggested changes will save several 
thousand dollars per year in income taxes.
Now comes “the moment of truth.” Use the time­
analysis worksheet on page 6 to calculate the billing.
Billing Draft
Hours Rate Amount
Tax partner 4 $ $
Practice partner 13  
Tax staff 7  
Audit staff 3  
Administrative staff 6  




1. The above hourly rates are (check one):
□ At about standard
□ At about 150 percent of standard
□ At least 200 percent of standard
2. Other comments about your billing draft:
What conclusions can be drawn from the results 
of these two workshops? One appears to be that a 
free and competitive market continues to serve in 
the best interests of consumers, who are being 
offered a wide range of prices. The workshops don't 
reveal, however, whether consumers have the 
knowledge and ability to make value judgments 
when selecting a CPA to provide estate-planning 
services. Perhaps this is the challenge for CPAs—to 
educate clients about estate-planning services, their 
differences from firm to firm, and the ways billings 
are determined for these services.
It might be interesting to ponder, too, whether a 
comparison five years from now will still show such 
a wide range of fees, whether users will be better 
educated about estate-planning services and fees, 
and whether tax personnel will still be billed at 
higher rates. We’ll have to wait, however, until 1991 
to find out. [7]
—by Norman S. Rachlin, CPA 
Coral Gables, Florida
PFP Conference Reminder
A Personal Financial Planning Conference, co-spon­
sored by the AICPA and the Nevada CPA Foundation, 
will be held on December 4-5 at the Flamingo Hilton 
in Las Vegas, Nevada.
The sessions will cover pricing and delivery of 
cost-effective services; legal liability; insurance and 
registration issues; the effects of recent tax law 
changes; and developing a PFP practice.
Members of the personal financial planning divi­
sion will give an update on efforts to develop a 
public-awareness campaign, to review CPE courses, 
to respond to legislative and regulatory concerns, to 
create a personal financial planning specialty, and 
to develop new PFP practice aids. AICPA members 
who wish to join the division can call (212) 575-3644 
for an application.
For further information on the conference, call the 
AICPA meetings department: (212) 575-6451.
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Public Relations (Continued from page 5)
□ Anticipate problems by defining key publics; 
determine their needs, attitudes, and 
awareness; and examine whether these issues 
are being addressed.
□ Know the firm's internal strengths, weak­
nesses, and resources.
□ Set public relations objectives in measurable 
terms and time frames.
□ Counsel the firms management and obtain its 
full support for the program.
□ Establish an action plan to achieve the objec­
tives.
The final step is to implement the plan. It is well to 
evaluate the program after each project and at the 
end of the planning year.
Some public relations activities which have been 
used successfully by CPA firms include educational 
seminars, planned social events, organized com­
munity service, sponsorship of competitive sports, 
specialized publications, speaker bureaus, and 
unique specialty gift items. Many other approaches 
are also possible.
Evaluation techniques
To evaluate a public relations program, measure it 
against its stated objectives. Evaluation should 
show what was achieved, how much was achieved, 
and, importantly, how well it was achieved. Quan­
tifying such elusive concepts as image and 
awareness isn’t easy, but it can be done.
Among the techniques that can be useful for mea­
suring specific activities, as well as entire programs, 
are opinion surveys, readership surveys, and feed- 
back/response mechanisms, such as suggestion and 
complaint programs.
A public relations program should be designed to 
support a firm’s mission and objectives. If effective, 
the program can help a firm capitalize on its 
strengths and image and play a key role in commu­
nicating with those who can influence the firm’s 
success. □
—by Lynne S. Butterworth, APR
Ed. note: Ms. Butterworth is marketing director of 
Sartain, Fischbein & Co., a local CPA firm in Tulsa, 
Oklahoma.
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